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HIRRARDIEY POR: Director of Cewtral Intellisence
THAIGH ¢ Deputy Director for Duppord
Zrecutive Mrector-Comtroller
CUALY : dpeclisl Report on the CIA Retivement Polilces

1. Thie report is for your inforwetion. It slso renuests your approvel
in peregreph O to m «“1th generel end cpecific ztu'ies elvemdy un'ermey
orxl raabs sny guldemses you asy congiler sppropriate.

e By uwey of eghprouad, oy basle comeern relater to the fgency yotiye-
nt paliey whieh vimee 1957 hee "expeoted” all enplovees to yeiire as soon
o tifn beeome eligible to do so without € peneliy reducticm in thelr snnuity.
zmm recently this pollcy =eent retirecent et sse © with 0 o more vemrs
ol sarvice or st age & with lees then 70 but more then five years of gervice.
T‘»f* 1741 Bervice Retirement Act vms ssended ia 1 (L, Louever, (o pemali eme
sloyeer Lo retire optioselly vithout cenmity et sge (C 1F the: had st least
4 ;—‘-'ﬁ&m o service. Agenty padley ves thereupon revise! o estadlish soe O
or ke "expectel” petivement sge for all empluyees heving C or noTve years of
wes, vidh. Fow tﬁme with less then 20 yomrs of service expected retiresent are
et pt 0, Tardne this elghteyesmr meris’, the CIA Rotirevent Syoe
‘eveloped. A floelly esscted in 1345 i% hee & semdetory retirce
{oxcepting G5-18"8). The systen &8 einilayr to the Civil Service
4 : waten vith tle meior esxception of & “.79% higher multipliier of highe
a-yonr celery 1o the cooputailon of asnuliles. The zystex is only evelledle
fo o sersomel vhose cargers sre deenly involved {n foreign intelligence cperge
LLo «

se Hstoricelly, Apency records reflect that the “epected” verly retire-
gt aoller s edopted beomige of lopgerence toacern sn? conciction thet the
Clewleotine Services couls not be effectively manne with g subetontlel musler
«f gmuloyees over ege O et beceuse there e o wronounce’ spe hump in 1tc
populetion. The polley wos wade Agencyewide for the sske of unifcomudty of
solier. Thers i aoc meew of discucalione a2 o the need for or ihe ultimste
:z weet of £ oingle polier appliceble 10 81l elements of the Azency and £ll
: Ry E“is@h of emnlovement. In the shranre of ruertliong Delng reloed oo
int et the {ime the (X2 Retivement Svyaten —me suthorire?, it camn be
ooganas thet early retivecent {ece £0) ver renerelly thowrnit to be in the beui
intovoots of the Acepey $n 1% entirets.

be My exvosure o ee voekings of the “expected” retivesent soliey and
Ptk UI& Betiresent Sooten, together vith sy rsemsine of emplovee ettituies
wgle, bhas srecuslly brought into focus & series of cuestions, challenes,
gl Lobsiences which spponr to call for intencive stuly lesdine o reaffirms.
Liony op madificgliion of the besie policy or st leest oignificent chergos in
wecticss an enplovee benafits. I heve $dentified the items liston
s Tor Intensioe wtwl;
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 efliA2d £0095000500098 1n concept and
a8 to enforceability. To thi ¢ktént that esployees are reluctantly
eonplying under duress or ‘mdsunderetanding, it is discrizi-
patory and inequitable. I have been told the Agency uill mot enforce
the retirement policy, but esployees do nol Knovw this. At the sanme
time, the number of extensions in service of employees iho do mot wish
%o retive is grovinmg repidly. It scems inevitable that the effective-
ness of the wolley vwill deteriorate rapidly. At the very least, the
policy will become known &8 belpg one mevely of suaslon with the option
27 compliisnce vested in the individoal,

b. Besistance to and resentoent of an age &0 retirement noliey
applied op an Agency-vide basis eppears to be mounting rapidly. In the
sbsence of legal and regulatory clarifiocation or the provision o com~
pensatory hemeTits, the Agency must exvect 1te policy to be challenged
in the courte and to be protested to members of the Congress. The
Agency smust be prepared to respond to lmquiries.

. The policy le Fundasentally unfalr to all esployees to vhom it
»a8 not 8 Xnown and socepted condition of eaploysent gt the tine of
asriginal employwent. There sppears to be a sirong case Ior conpensatory
payaents to employees hio comply with Agency poliey. 1 bave a tentative
proposal Tor such paywents vhick I believe is politically fessible amd
which I believe would mot require legisimtion. This might provide s~
iftetent incentive to suwpport the policy on a volumtary acceptance basis
and thereby compensate for the unenforceability of the policy 17 such is
the caee.

d, 'The pmetice of reemploylng annultants or extending employees in
service 1s resorted to be generating resentueut and roor morale. This
eould be particwlarly divisive and dapgerous since most reemployed
annuitants and soze of those extended in service have been relatively
senlor oificers believed by the little fellow to be in & position to
"englineer their retention in exployment or resrploywent.

e, Toere is voloed doubl among numerocus senior Agency ofiviclals
that an all-employee age 67 retirement soliey is in the best interests
af the Agency. They sofint out that the estsdblishoent oi the CIA Retire-
nent Bystem satisfled the originmal oblectives of the polley and are
calling for a reastgeggrent of the need for and eifect of the policy and
its possible modilication.

£,  Current cozpensation practices for resumployed annuitants are iso
pany cases resulting in an exploysent status that is financially move
remunerative than that held before retirewent. {I discoverel this fact
only recently and have ewolved nev coupensation concepls to avolid this.
They »11l be presented ior approval promptly.) I mention this ag being
a possibly contra-productive influence affecting the retirement policy.

g« The extension in service of partiecizants in the CIA Retirerent
Syste: (Lhich provides a wore [awrable anonity prizarily in consldera-
tion for & short career span) sewrns comtrary to the splrit and futent of
the lav and Congress. Ibp at lemst some such cases I believe the inai-
vidual should be returned to the Civil Service Retirenent System rrior
to retivesent s s requisite to reenploynent; othervige he would sppear
to be recelving an unsarranted preuiun in his ultimate annulty computa-
tion. The sane reagoning applies to a lesser degree vheve post-retive-
sent esntractusl employoent is contesplated. It is reported thst quite
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5. The presediog iters ave to varying degrees curyently delng studied
by wyself, wy staif oitTiesrs, the CIA Retirement Board; and Uy & senlor
ufficer of the Inteiligence Directorste., Althoggh I sssume prisery respon-
gibility ior all aspects of thege matters, I belleve the {ssues lnvclved
sarrant bighest lsvel Agesoy rolicy consideration in wies of thelr inpact
wron Agency worale, staifiag rleps, legal suthorities, and Congressions)
relaticnshics. I almo balieve there 1s & high degree of urgency in the
vregent gitustion. If there are to be any wodificstions in Agency retire~
ment volicy or 1o its aopileation, it iz highly desirable fo &0 o quickiy
in the face of the rapld grovth in the nwder of impending reilireseuts.
Accordingly, I believe thean to de beyond the purview of the CTA Retirement
Board as it is presently consiltuted.

6. In vievw of the extreme ilnportence of these igsues to the Agency and
ite enployees and thelir possibly wavying ioract on the several Direciorates,
it is suggested that you way wish Lo appoiat & very senlor Task Force whoae
inGividual pesbers ave Jdirvectly recregentative of the Deputy Directorsand
appropriate senior Agency stafl offieers to guide the owverall stuly and
congliey the various proposale =hich 411l be developed. In any event, your
approval to proeced with studies on the lssues ralsed is reguested {ogether
vith any guldance you asy conslder appropriste.

Emnett D. Zehols

e |
Pirector of Peracapel ?3
The recozmevdstion conmtained in paragraph © is spproved. o
Richard Helas Date

pirector ot Cemtral Intelllgence
As you know, DCI ha s approved
of thi s problem being reviewed
Listribution: by the Deputies, Gen, Counsel,
g - %;m tu D/Pers and I, G, /s/LKW 18 Nov 67
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